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TANZANIA - KEY ECONOMIC INDICATORS 


All figures are in U.S.$ millions unless otherwise stated. 
$1 = TSh.8.3 for 1977, TSh.7.7 for 1978 and TSh. 8.2 for 1979. 
Unless otherwise stated, all data pertain to calendar year. 


% Change 
1977 1978 1979 1978/79 


INCOME, PRODUCTION, EMPLOYMENT 


GDP, current prices 3,045 3,892 4,159 
GDP, Constant (1966) Prices 1,260 1,486 1,562 
Per Capita Income (CP) 178 Z22 232 
Gross Capital Formation, Current 
Prices 606. 778. 838. 
Plant and Equipment Investment 328. 460. 498. 
Building Construction (Structure) 128. 177. 197. 
Gross Capital Formation, Constant 
(1966) Prices 266. 300. 338.2 
Indices: 1966 = 100 
Industrial Production 210. e2i. 229,8 
Average Industrial Wage 226 286 302 
Labor Force (Wage Earners) ('000) 497 511 538 
Population (million) est. 16. 17.5 17.9 
Electricity Sales (Million Kwh) 515 587 618 


MONEY AND PRICES 


Money Supply (Currency in circulation, 
Demand Deposits, Time and Saving 
Deposits) 948 1,135 
Interest Rates (Commercial Lending) 6.5-10.5 same 
Indices: 1970 = 100 
National Consumer Price Index 224 249 
Cost of Living in Dar es Salaam 
(for middle-income employees) 247 295 


BALANCE OF PAYMENTS AND TRADE 


Foreign Exchange Reserves 
Current Account Balance of Payments 
Deficit 
Balance of Trade Deficit 
Exports, F.0O.B. 
U.S. Share 
Imports, C.I.F. 
U.S. Share 
Consumer Goods Imports 


Source: Tanzania Annual Plan 1979/80 
Tanzania Economic Survey 1979/80 
Notes: (1) Government data indicate constant GCF grew faster than 
current GCF. 
(2) As of July 1, 1980 





SUMMARY 


The Tanzanian economy is heavily dependent on agriculture, which 
accounts for nearly one-half of the total gross domestic product 
(GDP). Over 90 percent of the total population of 18 million is 
engaged in agriculture, while nearly two-thirds of the export 
earnings of the country are derived from that sector. Annual 
variations in rainfall have had a serious impact on agricultural 
production, while fluctuating world prices for Tanzania's major 
export crops--coffee, cotton, tobacco, sisal, tea, cashews, py- 
rethrum, and cloves--have contributed significantly to instabil- 
ity in foreign exchange earnings. The staggering oil import bill 
(which consumes nearly one-half the foreign exchange earnings) and 
falling productivity in industry and in the monetized agricultural 
sector have hindered the attainment of Tanzania's long-term goal 
of achieving self-reliant development. 


Tanzania continued in 1979 and 1980 to experience serious balance- 
of-payments problems and a slowing of economic growth despite in- 
creases in foreign assistance. GDP (expressed in constant 1966 
prices) grew by 5.1 percent in 1979 compared to 5.9 percent in 
1978, according to Government figures. 


Major projects planned include the following: construction work 
on the $350 million Southern Paper Mills Limited, completion of 
cement plants in Tanga and Mbeya, expansion of breweries in Arusha 
and Dar es Salaam, building of a new brewery in Mwanza, the 
Songwe/Kiwira coal project, Stiegler's Gorge multipurpose (hydro- 
power and river basin development) project, National Iron and 
Steel Complex, Majingu phosphate, $34 million Songo Songo hydro- 
carbon exploration project, and an ammonia/urea fertilizer plant 
using natural gas from the same area. 


CURRENT ECONOMIC SITUATION AND TRENDS 


All economic indices continue to place Tanzania among the least 
developed countries. The Government continues to follow its 
socialist development policy promulgated in 1967 in the Arusha 
Declaration. Significant progress has been made in the fields of 
health, education, water supply, and rural electrification. Em- 
phasis is also being given to development of infrastructure. 


In 1979, GDP in constant prices rose 5.1 percent, down from 5.9 
percent in 1978 but higher than the 3.9 percent recorded in 1977. 
With population growth officially given as 2.3 percent (most 
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estimates have been in excess of 3 percent), real growth per 
capita in 1979 was less than 3 percent, reaching a level of about 
$232. 


Much of the growth took place in plants and equipment, construc- 
tion, and social services, while production of food and consumer 
goods lagged. 


The increased output was pushed by increasing Government expendi- 
tures, fed by borrowing from the banking system and an increase in 
money supply of almost 15 percent. The result of these measures 
and increased prices of imports was significant urban inflation: 
the cost of living index for middle-income employees in Dar es 
Salaam was up 18 percent. The trade deficit was narrowed by in- 
creased exports and decreased imports, but Government figures 

show a larger deficit in the overall balance of payments. 


Tanzania's fortunes in 1979 and 1980 continued to be affected by 
forces external to the economy itself. Resources were channeled 
into nonproductive use by the war with the former Ugandan regime 
and continued instability in that country. Prices of Tanzania's 
primary exports--especially coffee, cotton, and sisal--remained 

low. Floods in 1978 were followed by drought in 1980. Finally, 


drastic increases in the price of crude oil and world inflation in 
general seriously reduced the purchasing power abroad of Tan- 
zania's exports and prevented the adequate provision of raw mate- 
rials and spare parts to industry, agriculture, and transport. 

One result was increasingly underutilized capacity and layoffs of 
industrial workers. 


Nevertheless, some of Tanzania's difficulties may be traced to 

the results of its own chosen policies. Significant costs of 
social services, however important, are not felt immediately ina 
corresponding increase in output. Productivity in industry has 
been declining, and management of some parastatals has contributed 
to inefficiency in the system. Finally, producer prices for ex- 
port crops have not always provided appropriate incentives. 


The result is that 1980 may have been worse than 1979. Oil im- 
ports claimed almost half of Tanzania's foreign exchange earnings, 
and arrears for other imports have piled up. Some help has been 
provided by a $235-million International Monetary Fund (IMF) 
standby credit negotiated in September, and the prospects of fur- 
ther assistance from the World Bank in 1981. [In conjunction with 
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the IMF standby credit, a temporary halt has been placed on ad- 
ditional private overdrafts, and credit to parastatals has been 
cut back. 


Agricultural Production 


Although producers' prices have increased steadily over the past 
several years, export crop production on the whole has been de- 
clining as can be seen from the table. 


Year 1972-73 1976-77 1977-78 1978-79 1979-80 
(projected) 


Export crop: 

Coffee (tons) 49,000 60,000 
Cloves (tons) - “ 2s 
Cashews (tons) -- -- 
Cotton (bales) 285,706 210,000 
Sisal (tons) 105,000 90,000 
Tobacco (tons) 17,087 18,000 
Tea (tons) 10,946 12,000 
Pyrethrum (tons) 


Food crop: maize (tons) 622,000 1,498,000 1,652,000 1,300,000 


The national policy on productivity, incomes, and prices is de- 
signed to arrest this situation through increased producers' 
prices and the requirement that each village have a 100-acre farm. 
Introduction of large-scale farms using irrigation is also being 
contemplated. 


Production of food crops was more steady until the most recent 
season (1979-80) when large amounts of maize were imported com- 
mercially, and additional supplies contracted for under the U.S. 
PL 480 program. 


Industrial Production 


Industrial production, which is highly dependent on imported raw 
materials, will continue to be affected substantially by the re- 
striction imposed on imports and the new procedure of importation, 
necessitated by the foreign exchange shortage. Production rose by 
only 3.9 percent in 1979, compared to 4.9 percent in 1978 and 5.4 
percent in 1977. Following the closure of the border with Kenya, 
some industrial gains have been made by the establishment of pri- 
vate manufacturing concerns to supply products previously imported 
from Kenya, such as batteries, auto parts, and pharmaceuticals. 
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The Party and the Government, increasingly concerned by declines 
in industrial productivity, recently have instituted a national 
policy on productivity, income, and prices aimed at arresting 
this trend by providing a number of incentives, including payment 
of bonuses, payment for piece work, and reward of hard work by 
public recognition. 


Transportation 


The transportation sector is of key importance not only to Tan- 
zania but for the surrounding countries of Burundi, Rwanda, Zam- 
bia, eastern Zaire, and Uganda. Tanzania has been experiencing 
enormous difficulties in maintaining its rail, road, air, and sea 
transportation network. 


Considerable resources are being directed to road improvements, 
among them, tarmacking Morogoro-Dodoma Road, Mwanza-Musoma Road, 
and Mtwara-Dar es Salaam Road and resurfacing Chalinze-Mkumbara- 
Tanga Road. Rail traffic has suffered considerably from manage- 
ment and maintenance difficulties. The Tanzania Railways Corp. 
has sought to strengthen its operations through purchases of 
rolling stock. The Tanzania-Zambia Railway (TAZARA) is currently 
faced with problems resulting from delays in Zambian payments to 
the joint operation, rerouting of Zambian traffic, slow turnaround 
of rolling stock, and breakdown of locomotive engines. 


Energy 


The Organization of Petroleum Exporting Countries (OPEC) price in- 
creases are continuing to affect the Tanzanian economy because im- 
ports of oil are now responsible for nearly half the total foreign 
exchange earnings. Shortages of foreign exchange caused the post- 
ponement of two scheduled oil shipments in 1979. The Iraq-Iran 

war is forcing Tanzania to look elsewhere, at least temporarily, 

for the 60 percent of its crude that was being imported from Iraq. 


Foreign Trade 


The import restrictions imposed in 1979 had to be continued in 
1980 because of the worsening economic conditions. These are the 
prohibition of imports of all consumer goods generally classified 
as luxuries and the restriction of imports to six public compan- 
ies, which means all others must have their import requirements 
channeled through these companies. 
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All goods imported into Tanzania must have an approved certifica- 
tion from the Societe Generale de Surveillance (SGS), which in- 
spects goods before shipment is made from the United States. SGS 
must certify that the shipment is the proper quantity and quality 
and that the price is in line with those generally charged for 
shipment of such goods. If exporters have any questions, one of 
several SGS offices in the United States should be contacted. 


Total imports for 1979 amounted to US$1,086 million compared to 
US$1,156 million in 1978. Exports, however, rose almost 8 percent 
to about $529 million when compared to the 1978 figure of US$490.6 
million. While in 1980 the imports were expected to cost 

Sh 12,000 million (or US $1,463 million), exports were expected to 
increase to nearly Sh 5,300 million (or about US $648 million). 


In September 1980, the IMF approved a standby credit of Special 
Drawing Rights (SDR) 180 million (about $235 million) and another 
SDR 15 million ($20 million) under the compensatory finance facil- 
ity. Of the standby, about $130 million may be drawn down by 
August 31, 1981, and the remainder by June 30, 1982. The standby 
is expected to help clear away the worst of the arrears on imports. 


Foreign Investment 


The attitude toward foreign investment has shifted slightly, and 
attempts are being made, particularly by the Ministry of Indus- 
tries, to attract foreign investment. The Ministry publishes 
pamphlets designed to guide investors and, in general, is inter- 
ested in pursuing joint ventures with foreign firms. 


Development Plans 


The third 5-year development plan (1976-81) is drawing to a close. 
A new 20-year guideline running to the year 2000 will be promul- 
gated shortly. The fourth 5-year plan, which should begin on 
July 1, 1981, has not yet been published. 


The current plan includes the following major projects: 


Southern Paper Mills Limited: Civil work has commenced, and 
leveling of ground is scheduled for completion. 


Morogoro Textile Mill: Civil work is near completion, and 
installation of machinery and equipment is scheduled. 





Morogoro Leather Goods Mill: One aspect of this mill is com- 
pleted, and trial-run production is being undertaken for the 
leather shoes factory. The other components of this project are 
in their various stages of implementation. 


Machine Tools, Moshi: Leveling of ground has begun, and other 
civil works are to start in 1981. 


Bricks, Tiles, and Ceramics Factory at Pugu: Civil work is 
planned. 


Soda Ash Plant: International financing is being sought, 
and a number of donor countries and financing institutions have 
been approached. 


Mwanza Brewery: Construction work has started. 


Majingu Phosphates: The Government is still studying and 
evaluating the report made on this project. 


Priority will continue to be given to projects already undertaken, 
new projects that will complement ongoing projects, projects that 
are export oriented, projects intended to provide consumer goods, 
small-scale industries using simple technologies, and industries 
that result in import substitution. 


Long-term projects include development and use of natural gas de- 
posits at Songo Songo Island, development of a major hydroelectric 
site at Stiegler's Gorge, development and use of coal deposits at 
Songwe/Kiwira and iron ore deposits at Mchuchuma, and development 
of copper, tin, nickel, uranium, and columbium resources. Also 
planned, for Mtwara, are a cement factory, textile mills, and a 
repair workshop. 


Tanzania has continued to receive large amounts of foreign fi- 
nancing in loans and grants. These are expected to amount to $800 
million in 1980-81, accounting for nearly 68 percent of the year's 
development budget. This amount is not inclusive of special IMF 
drawings. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. exports to Tanzania fell to $45 million from an all time high 
of $51 million in 1978. These primarily include aircraft, farm 
and construction equipment, grain, chemicals, and miscellaneous 
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manufactured goods. U.S. imports from Tanzania declined signifi- 
cantly to $26 million, including primarily coffee, cashews, cloves, 
tea, pyrethrum, and other raw and semiprocessed materials. 


With the increased thrust toward developing an industrial base by 
using available coal, iron ores, copper, and other minerals, pos- 
sibilities do exist for providing consultancy services and for 
direct sales of equipment and machinery that is going to be needed 
for utilization of mineral resources, particularly since many of 
these projects are going to be financed offshore by agencies such 
as the World Bank, IMF, and the African Development Bank (ADB). 
The following products continue to have best sales prospects for 
U.S. firms: aircraft; earthmoving equipment; equipment for pro- 
duction of cement, textiles, and paper; hotel supplies; woodwork- 
ing machinery; general construction equipment; and tractors and 
other farm equipment. With the increased focus on ways to ease 
Tanzania's trade deficit, Government officials will look more 
favorably upon foreign investment proposals aimed at developing 
export markets or producing import substitutes. 


w% U. S. GOVERNMENT PRINTING OFFICE: 1981--341-007/376 
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